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CHILE KEY ECONOMIC INDICATORS 


All values in US$ millions and represent 
period totals as of 2/16/78 unless otherwise indicated 


Exchange rate as of January 1, 1978 1975 1976 1976-1975 1977 
US$1.00 = CH Peso $27.98 Definitive Estimated % Change Projected 


INCOME, PRODUCTION, EMPLOYMENT 


8) GDP at constant 1976 USS (millions) 
0) Per Capita GDP at constant 1976 US$ 
3) Employment (thousands of persons) 
3) Unemployment rate (Santiago Dec. '75, 
'76, Nov. '77) 
6) Plant & Equipment Investment (%GDP) 
6) Industrial Production* (Average 
1975 = 100) 
Avg. Industrial Wage 


PRODUCTION 


Copper (thous. of Metric Tons) ** 828. : ; 1,020.0 
Iron Ore (thous. of MT, 10/77) 11,006. ; ; 11,102.4 
Fresh Fruit (thous. of MT) 302. ; ‘ 444.0 
Fish Meal (thous. of MT) 150. : : 185.0 
Housing Starts (total units) 15,845 ; - 
Electricity Gen. (GWh) 8, 732 ‘ 7,432 
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NEY AND PRICES 


Money Supply (millions PS) 2,587. ; 16,723.9 
External Debt (excludes short-term) 3, 787 : 3,495 

Annual Debt Service ("'! J. “) 812 ; 1,382.0 
Ratio Debt Service to Exports % 52. : 54.2 
Interest Rates (%) 416 136.0 
Consumer Price Index* 100 : 448.5 
Wholesale Price Index* 100 : 415.1 
Retail Sales* 100 : ; 102.9 


Balance of Trade -240 489. ~ 
Exports (FOB) 1,535 2,070 38.2 
% to US 9. 10. - 
Imports (CIF) 1,776 1,581 
% from US 29. 30. - 
Balance on Current Account -578 144 - 
Overall Balance of Payments -275. 45S - 
Gold & Foreign Exchange Reserves (Gross) 337 783 132 
Footnotes: * Indic2s: December 1975 = 100 
** Central Bank Projections (IMF Definition) 1977 
1) Central Bank Bt Assoc. of Manufacturers 
Institute of Statistics 7) State Mines Service 

(3) University of Chile (8) National Planning Office 
te} Chilean Copper Comm. (3) Agriculture Planning Office 
5) National Energy Co. (10) Embassy 





SUMMARY 


For the second year in a row most major economic indicators show a healthy 
rate of recovery. Substantial progress was made in reducing inflation, 
increasing growth, and balancing the external accounts. Important factors 
included an expansion cof the money supply offset by falling tariffs together 
with continued fiscal austerity. Inflation has declined from 1147 percent 
in 1973 to 63.5 percent in 1977. Gross domestic product increased at about 8 
percent in 1977, in spite of the fall in copper prices and a debt service 

to exports ratio of 54,2 percent. A 45 percent increase in imports, while 
absorbing much of the expansion of the money supply, and reducing inflation, 
produced a $117 million deficit in the balanceof trade. The deficit is 
being financed through increased borrowing from foreign commercial banks, 
facilities which reflect Chile's payments record and conservative economic 
policy. 


Fifty-four non-traditional exports grew 48 percent in 1977. Whether this 
growth will continue at the same rapid rate will depend, among other factors, 
on investment, exchange: rate policies, and foreign demand and market develop- 
ment. Total new investment in plant and equipment has fallen short of the 
level needed to sustain the rate of growth and long-term transformation of 
the economy. Recourse to foreign borrowing offers a short-term fix for the 
problem of inadequate clomestic savings. Medium-term economic growth, however, 
appears dependent on foreign investment. 


Divestiture of nationalized properties will return 459 firms to private hands. 
Forty-four percent of GDP remains, however, attributable to government. 

With government retention of 35 large-scale firms and continued strong state 
participation in the banking sector, free trade policies will continue to be 
applied within a basically statist economy. Given the preponderant role of 
the government in the economy, decreased subsidies to state enterprises, 

and the growth of imports, the Central Bank is under a constant and increasing 
pressure to formulate a more expansionist economic policy designed to lower 
short-term lending rates and decrease the 16 percent rate of real unemployment. 
The increasing but still low level of the money supply continues to constrict 
credit to private sector enterprises through high interest rates. 


The long-run transformation to a free market system has not proven totally 
compatible with the goal of lower unemployment. Real wages are rising, 

for those who have jobs. Many do not, or are working at substandard wages, 
or are underemployed. 


The government has accelerated its reform of the economy. After devaluing 

the peso 6 percent and dropping tariffs to a 20 percent average in August, 

the government surprised the business sector with a virtual repeat performance 
in November. The peso was again devalued (by 4.3 percent) with tariffs starting 
to drop towards the July 1979 goal of a nearly uniform rate of 10 percent. 


As 1978 begins, the Chilean government must balance the success of its economic 
policy in driving down inflation and bringing external accounts into balance 
with the need to make more headway in reducing still high unemployment, lowering 
the cost of credit, and increasing the rate of domestic and foreign investment. 





Monetary Policy. On December 3, 1977 the Government announced a package of 
policy measures designed to bring the rate of economic recovery into line with 
the slowing rate of decline of inflation and the $117 million balance of trade 
deficit. Monetary policy in late 1976 had been liberalized to reflect the 
substantially reduced rate of inflation. Though encouraging a recuperation of 
production and attenuating the social costs of the previous policy of monetary 
contraction, the increase in the real money supply resulted in a slowdown in 
the rate of decline of inflation. The average monthly drop in the annual 
inflation rate declined from 14.1 percent in the first half of 1977 to 5.1 
percent in the second half of the year. This slowdown notwithstanding, 
inflation still decreased from 174.3 percent in 1976 to 63.5 percent in 1977. 
A 45 percent increase in imports absorbed a large portion of the expanded 
money supply. Consumer imports alone increased 170.1 percent (through October 
77). In the context of further tariff reductions, the deficit in the balance 
of trade and resulting increase in medium-term commercial indebtedness made the 
continuation of a liberalized monetary policy highly untenable. As a result 
of contractionary acticns taken by the Central Bank in the second half of 

1977 the Ml money supply increased in real terms by 37.4 percent in 1977, 
reducing the growth of real Ml in the period June 1976 - November 1977 to 
46.98 percent. 


Monetary policy in 1978 will result in a slower rate of growth of demand. It 
should not, however, throw the economy back into the recession induced by the 
1973-76 monetary contrection and ended by the 1976-77 monetary expansion. 
When combined with a higher cost of foreign exchange, the policy of monetary 
stabilization should cepably achieve the 1978 goals of a 7 percent increase 
in GDP and slowdown in the rate of inflation to near the projected rate of 
25-35 percent. 


Fiscal Policy. The public sector budget for 1978, which includes all institu- 
tions and enterprises under direct supervision of the State, and which accounts 
for 44 percent of GDP, projects total expenditures of $7.31 billion. Compared 
to 1977 levels, the overall size of the public sector budget shows a 

marginal decline of 1 percent. Real investment, however, will drop by about 
$12 million, while new indebtedness will increase by $335 million over 1977 
levels. 


The fiscal budget, which includes only government ministries, represents $3.28 
billion of the public sector budget. Projected fiscal expenditures wil] 
increase by 4.8 percent over 1977 levels. Major fiscal expenditures are 
divided among Defense (27 percent); Education (19.6 percent); and Labor (12.9 
percent). As a percentage of GDP, Defense expenditures remain at about the 
1977 level of 7 percent. 


The overall government budget deficit has been reduced from 55.1 percent of 
total expenditures in 1973 to a projected level of 12.5 percent in 1978. The 
decrease in public sector expenditures is the result of the devolution of 
nationalized firms to the private sector and severe decreases in subsidies 

to state enterprises. A substantial deficit in the foreign currency budget 

is the result of lower expected revenue from the state-owned copper companies 
and high annual debt servicing requirements. The total fiscal deficit is 
projected at $409 million, which is to be financed through government borrowing. 





External Accounts. Given the rate of growth of non-traditional exports, 
Chile's 1977 balance of trade deficit of $117 million, in and of itself, would 
not cause major concern. External accounts, however, reflect the increase of 
the debt service ratio to 54.2 percent. As a consequence, capital servicing 
requirements of $359 million, combined with the growth of imports over exports, 
have left the current account with a $493 million deficit. The trade deficit 
plus amortization of medium and long-term loans of $846 million have induced 
the Central Bank to formulate a balance of payments policy based on increasing 
long-term foreign indebtedness. 


Chile's gross financial requirements in 1977 totaled $1.339 billion. Of the 
total, guaranteed loans from private banks and financial institutions provided 
$307 million (22 percent). Interest-seeking speculative funds represented 
$357 million (26 percent). Short-term credits (including ENAP and CODELCO) 
amounted to $185 million (13 percent). Total utilization of foreign funds in 
1977 equaled $1.36 billion. Capital inflows minus servicing of the foreign 
debt left the capital account with a $511 million dollar surplus, which was 
offset by the current account deficit of $493 million, putting the overal] 
balance of payments $18 million in surplus. 


GOC financial managers believe that the rate of growth of imports will slow to 
5.9 percent in 1978, reflecting a saturation level particularly for consumer 
goods. The planned devaluation of the peso over the level of the consumer 
price index in 1978 shculd further act to discourage the rate of growth of 
imports. However, the height at which imports are leveling off and low copper 
prices together imply a trade deficit which non-traditional exports can soften 
but not correct. 


Total foreign financial requirements in 1978 are projected at $1.439 billion, 
to be financed by capital inflows, principally medium-term commercial credit. 
The bottom line will be a $206 million surplus, which will increase Chile's 
international reserve position from the present level of $842 million. 


Official borrowing generally corresponds to interest payments on the external 
debt, implying a manageable rate of growth of debt to GDP. Government balance 
of payments strategy ujtimately depends on large foreign capital inflows to 
offset the continuing current account deficit. 


Foreign private direct investment in the near term is not expected to 
contribute significantly to the financing of Chile's gross financial require- 
ments. Copper and petroleum projects currently under study, if proved feasible, 
would require three years before capital inflows begin, and up to eight or ten 
years in many cases before production begins. The low rate of foreign 
investment and depressed price of copper will require extensive external 
borrowing, probably at least through 1981. 


Employment and Wages. Of Chile's labor force, estimated at 3.6 million, 
approximately 13 percent were unemployed throughout 1977. The unemployment total 
does not include those unemployed workers enrolled in the government's Minimum 
Employment Program (MEP). This program represents a net decrease of 2.8 

percent in the unemployment rate. Were the MEP workers included, the real 
December 1977 unemploynent figure would be 16 percent. The number of employed 
persons (Greater Santiago Area) increased from 1,130,000 in December 1976 to 
1,374,900 in December 1977. The rate of growth of employment, though, has 

only slightly affected the unemployment rate which dropped from 13.6 to 





13.2 percent in the same period. Failure of the unemployment rate to drop 
proportionally to the rate of growth of employment is a result of the higher 
rate of growth of the labor force and the relatively low level of economic 
activity. 


A possible solution lies in the recovery of the labor-intensive construction 
industry where unemployment remains over 30 percent. This would depend, 
however, on an increase in state financing of public works and housing, both 
of low priority in light of anti-inflationary goals. It seems probable that 
unemployment will persist throughout 1978 between 9.6 and 12.0 percent 
(excluding the MEP) anc that the growth of employment will produce a structural 
shift towards the services sector. 


The move towards a mure conservative monetary policy will likely slow the 

growth of real wages in 1978. In 1977, real wages increased 25 percent as a 
result of adjustments cranted in March, July, and December under the government's 
wage formula. Real wages now stand at 97.8 percent of 1970 levels. 


Dissatisfaction with existing wage scales recently provoked a degree of unrest 
among the nation's copper miners. The Government moved rapidly to curtail 
further disturbances and to partially satisfy worker demands. The wage 

problem is only one aspect of the unsettled nature of labor-management 
relations under the continuing state of siege. No satisfactory formula has 

yet been found to replece the currently suspended rights to strike and to 
collective bargaining. It is argued that management continues to enjoy an 
indirect financial subsidy through the suppression of commonly accepted labor 
rights. A solution to the labor problem is intimately connected with a final 
decision on the role of trade unions under the planned authoritarian democracy. 


Production. Chile's economic model is based on a reallocation of resources 
away from domestic production based on import substitution and toward export- 
led growth. This will be generated by 8 traditional exports and 3 categories 
of non-traditional exports containing 54 items in which Chile has some compara- 
tive advantage. As a result of this policy, industrial production is within 12 
months of recovering levels attained in 1970. GDP increased in 1977 at a rate 
of 8.6 percent. The 7 percent growth projected in 1978 should bring the per 
capita average to within 96.4 percent of 1970 levels. This recovery and short- 
term improvements are based on three factors: 1) access to foreign credits; 

2) the existence of idle industrial capacity; and 3) growth in agriculture, 
forestry, fishing, energy, and mining. 


Since 1973, Chile's total exports have increased 60 percent in nominal dollar 
value. Copper has decreased from 75 percent of total exports of goods in 1967 
to 53 percent in 1977 (in part reflecting low copper prices). Non-copper 
exports have increased from 25 percent of the total to 46 percent. The major 
growth sectors include processed wood, fresh fruit, and basic metal products. 


As a spur to increased output, the December 3 economic package included several 
measures designed to lower production costs. Duties on imports of capital 
equipment were lowered to 10 percent and employee social security costs from 21 
to 17 percent. Given the low level of tariff protection and the cost of labor, 
the government also moved to equalize domestic and foreign input costs by 
lowering the value-added tax paid by producers on the price of fuel and 
electric energy. 





Industrial Production js continuing its recovery from the 1975 recession. 
However, in relative terms, the importance of industry in generating GDP is 
decreasing as a result of the shift away from the policy of import substitution. 
Whereas in 1973, 25.31 percent of GDP was produced by manufacturing industries, 
this figure in 1976 dropped to 19.83 percent. The termination of government 
subsidies and lowering of tariffs have adversely affected such industries as 
shoes, textiles, metalworking, and construction materials. The industrial 
shakedown will continue through 1980 as the economy continues adjusting to the 
government's free-trade policy. Production in 1977 increased 9.2 percent. 


Minerals. Mineral deposits are Chile's principal natural resource and chief 
economic variable. The mineral sector as a whole accounts for approximately 

11.8 percent of Gross Domestic Product but 61.3 percent of the value of total 1977 
exports. Three percent of the labor force is directly employed in the minerals 
extraction and processing sector. Almost all of Chile's mineral production is 
exported, mainly to developed economies. For example, more than 90 percent of 

iron ore production is exported, as is more than 95 percent of the refined copper. 


In the period 1971-76 copper production increased by 42 percent. Through 
October 1977 copper production was 874,400 metric tons, a 6 percent increase 
over the same period lest year. It is estimated that year's end total pro- 
duction will be 1,020,000 metric tons, slightly above 1976. The falloff in 

the rate of increase ir, copper production is a result of progressive ore 
degradation coupled with only minimal investment in expanding installed capacity 
and no new capacity coming on stream at all in the near term. The state-owned 
copper company produces more than 80 percent of total production. 


Lackadaisical recovery in developed economies, especially Western Europe and 

Japan, is chiefly respcnsible for depressed world copper prices. The average 
London Metals Exchange (LME) price in 1977 was 59.25 cents per pound. West 

Germany is Chile's larcest copper customer, purchasing 18-20 percent of total 
exports. On the supply side, in the developing world, overproduction is 
characteristic of an industry that is now dominated by state-owned producers 
unwilling to accept internal economic and political costs of production cutbacks. 
Chile is no exception. A further problem is the large accumulated stock (2.3 
million MT) overhanging the market. This is partially the result of a manufacturer 
inventory buildup in anticipation of strikes in 1977 which did not materialize. 


There are signs that the market is finally adjusting itself. Since for almost 
a year price has been below world average production costs, high-cost producers 
have been closing down, notably in the U.S. Chile is a relatively low-cost 
producer with an average cost of approximately 51 cents per pound. No large 
Chilean mines have closed. 


It is generally expected that the long-term copper consumption trend will begin 
to accelerate sometime in the early 1980's and that consequently there will be a 
rapid increase in price. This together with Chile's willingness to accept and 
offer attractive terms have already resulted in three separate, large scale 
foreign investment agreements in the last year. Should these projects be 

fully realized, the total investment figure could run as high as $2.5 billion. 
Additional projects are in the wind, with informal discussions underway. 
Notwithstanding a depressed iron ore market, the state-owned iron and steel 
company has just completed a $300 million pelletizing plant which will make 
lower iron ore grades economically viable as well as make the product more 





commercially competitive. Foreign companies have begun serious development 
projects for gold, litjium, and boric acid. 


Energy. Petroleum provides 65 percent of Chile's primary energy consumption. 
Existing fields produced in 1976 8.3 million bbls. and 2.5 million cubic feet of 
natural gas. Since 1970, however, production has gradually been declining. 
Petroleum production ia the first 11 months of 1977 fell 14.5 percent from same 
period in the previous year. Consequently, Chile has become increasingly 
dependent on foreign imports, chiefly from Iran, Venezuela and Ecuador. To 
illustrate this increasing dependence: in 1970, 54 percent of total crude 

oil refined in Chile was imported; in 1976 imported crude accounted for 75 
percent. Chile has undertaken a major hydrocarbon exploration program. The 
State-owned petroleum company, with private foreign bank financing, has recently 
made some very encouraging petroleum and natural gas discoveries in the Magallanes 
region. Moreover, Chile recently signed a comprehensive exploration/exploitation 
agreement with a large multinational oi] company covering an extensive of f- 

shore region. 


Forestry. Long a mainstay of Chile's non-copper exports, forest products have 
recently entered a boom period. In 1976 Chile exported forest products -- 
lumber, paper, cardboard, and cellulose -- valued at approximately $135 million. 
This sharply contrasts with $30-35 million annually in the early 1970's. A 
unique climate, soil conditions, and other factors greatly favor forest growth. 


Agriculture and livestock production is projected to increase 6.1 percent in the 
1977-78 crop year to 7.66 percent of GDP. The major growth sectors include 
meat, milk, poultry, aid deciduous fruit. Production decreases are expected 

in wheat, rapeseed, and sugarbeets which coincidentally are the only crops 

still subject to goverament price support activities. Support for rice, corn, 
sunflowers, and potatoes was terminated in 1977. 


The land reform policy together with rationalization of price controls and the 
exchange rate is reflected in the 9.5 percent increase in planted acreage since 
1973 and the growth of agriculture and livestock exports to $15] million in 
1977. Continuing this favorable trend, the agriculture trade balance showed a 
decreased deficit in 1977 to $172 million compared to $208 million in 1976. 
Agricultural imports increased slightly in 1977 to $323 million from the 1976 
level of $319 million as a result of price increases for coffee, oilseed 
products, milk, and butter. Food imports generally have declined 47 percent 
from the 1974 level of $607 million. Wheat imports account for one quarter of 
total food imports and are the predominant part of the food deficit. U.S. 
wheat shipments to Chile in 1977 totalled $30.7 million down from $95.7 
million in 1976. 


IMPLICATIONS FOR UNITE) STATES BUSINESS 


Banking. The depressed outlook for copper and high debt servicing requirements 
will necessitate external borrowing of over $1.4 billion per year over the next 
five years. The majority of these financial requirements will be met by loans 
syndicated through United States and European commercial banks. Central Bank 
borrowing from private and financial institutions is projected at $353 

million in 1978, up from $307 million in 1977. 





Chilean banking laws tightly control operations in foreign currencies by 
commercial banks. At present, foreign borrowing is restricted to a minimum of 
24 months at interest rates subject to Central Bank approval. In addition, 
total foreign indebtedness by commercial banks is limited to 150 percent of 
capital and reserves. Bankers' guarantees may not exceed 100 percent of 
capital and reserves. Total domestic lending in foreign currencies may not 
exceed 36 percent of the bank's capital and reserves. These regulations have 
served to restrict short-term borrowing. In order to expand the amount of 
funds available for productive investment and decrease interest rates, some of 
the restrictions will be modified in 1978. It is anticipated that the limit 
on domestic lending in foreign currency will be eliminated, expanding these loans 
to 150 percent of capital and reserves. 


Chile's 19 commercial banks and 5 savings and loan associations are undergoing 

a period of change and development. The withdrawal of the Central Bank from 
commercial operations has meant an expansion in private credit from 44.5 

percent of total credit in 1976 to 87.8 percent in 1977. Modification of short- 
term foreign borrowing regulations should accentuate this trend and expand the 
role of the private banking system as one of the Chilean economy's leading 
growth sectors. Bank ownership laws were recently modified to encourage 

foreign equity participation. Several U.S. banks have indicated an interest 

in purchasing an equity position in Chile's private banking sector, which at 
present is dominated by state-owned banks. 


Investment. Monetary growth has so far failed to raise savings and investment 

to the extent necessary to generate new economic growth. Despite the implementa- 
tion of a liberal foreign investment policy, the 20 percent rate of investment 

in fixed capital thought necessary to sustain the assumptions of the economic 
model has not materialized. The low rate of fixed capital formation reflects: 

1) the withdrawal of the state from its traditional investment role, 2) 
continuing lower rates of return on fixed investment in capital goods as 

compared to domestic interest rates, and 3) major foreign direct investment 
interest limited primarily to minerals and petroleum. 


Private savings, the principal source of domestic investment financing, while 
increasing, are still depressed as a result of reduced income levels. More 
importantly, the 1973-76 contraction of the money supply aimed at decreasing 
inflation continues to make high domestic interest rates more attractive than 
fixed investment in capital goods. The expansion of the money supply in 1976- 
1977 produced a slower rate of growth in holdings of currency and sight deposits 
and increased growth in time deposits. Nominal interest rates declined as a 
result. Despite this favorable trend the rate of investment in fixed capital 

in 1977 is estimated at only 10.6 percent. This figure should improve in 1978 
as total domestic investment is expected to increase 18 percent to $1.670 
billion as a consequence of increased government spending on copper mining, 
public works, energy, telecommunications,and petroleum. The success of 

Chile's economic policy in the medium run may be heavily dependent on its 
ability to attract a greatly increased flow of foreign direct investment. 
Foreign investment negotiations which are underway are almost exclusively in 

the non-renewable resource sector, primarily copper and petroleum. In addition, 
that private foreign direct investment interest which has been shown outside the 
non-renewable resource sector continues to be concentrated in the purchase of 
existing state-owned corporations rather than in the establishment of new 
industries. 
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The philosophy of the Chilean Investment Law is to afford foreign investors 

no special treatment other than the right to elect between 
prevailing tax rates or an invariable 10 -year rate and exemption from the value- 
added tax on imports of capital goods. Foreign investors are attracted by a 
responsible financial policy, access to a skilled and underutilized professional 
class and work force, natural resources, and the prospects for economic expansion. 
Some questions have been raised about the likely development of Chile's authori- 
tarian form of government upon which might depend the continuity of present 
economic policy. 


Trade. The United States continues to enjoy a comfortable commercial balance 

in trade with Chile. U.S-exports increased 2.5 percent in 1977 to $520.2 
million. However, total Chilean imports in 1977 increased 45 percent 

dropping the U.S. market share from 30.4 percent in 1976 to 22 percent. In 
addition, U.S. imports from Chile increased 18 percent in 1977 to $260.8 million. 
Given the rapid rate of growth of Chilean imports and exports, it is likely that 
the two-way U.S. balance of trade surplus will gradually be reduced along with 
the U.S. share of the Chilean import market. Increased sales of Japanese 

autos and decreased U.5. food relief shipments should accentuate this change. 


Consumer goods across <he board offer immediate opportunities for increased U.S. 
export sales. For 1978, and probably beyond, financing will be a key to closing 
many orders in Chile. Large government enterprises remain the major import end- 
users in the country, and the big-money orders may go where the financing 
package is most attractive. Planned expenditures include $15 million by the 


Pacific Steel Company; $73 million by the State Oil Company; $116 million by the 
State Energy Company; $15 million by the Chilean Electric Company; $2.5 million by 
the State Telecommunications Company; $44 million by the State Telephone Company; 
and $150 million by CODELCO, the state-owned copper corporation. 


Export sales are facilitated by a free market trade policy based on low average 
import duties. Tariffs on imports of capital goods were reduced Dec. 3, 19/77 
to 10 percent. The current import tariff ranges from 10 to 24 percent. These 
duties will be lowered in stages throughout 1978-79 to a nearly uniform rate of 
reductions from the present level of 115 percent. 


For Chile's free-trade policy to succeed, the nation must shift resources into 
its most efficient sectors. These include not only mining but agriculture, 
fisheries, and forest ‘ndustries generally. Product areas of greatest export 
growth potential for the United States are clearly related to these expanding 
sectors of the Chilean economy. Product categories include farm and mining 
equipment, lumbering and processed wood machinery, and handling equipment 
designed to process, move and package goods for export. Faced with stiff import 
competition for the first time many of Chile's small-scale industries are 
experiencing an adjustment process that could create additional U.S. export 
opportunities for a wide range of cost-saving industrial machinery and equipment. 
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